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PAKISTAN: 


Pakistan Fiscal Year (PFY) July 1-June 


Domestic Economy 

Population (millions) 

Gross National Product (Rs. mil)* 
Gross Domestic Product (Rs. mil)* 
Gross Domestic Product (current $)* 
GNP Per Capita (current $)* 


Annual Real Growth Rates 
Gross National Product 
Gross Domestic Product 


Employment and Prices 

Labor Force (1,000s) 

Unemployment (avg.%; official rate) 
Consumer Price Index (%change; off. rate) 


Public Finance (Rs. millions) 
Revenue 

Expenditures 

--Current 

--Development 

Overall Deficit 

Deficit as % of GDP* 


Balance of Payments ($ millions) 
Trade Balance 

--Exports, F.0.B. 

--Imports, F.0.B. 

Invisibles (Net) 

--Of which: Remittances 

Current Account Balance 

Gross Aid Disbursements 

Basic Balance 

Foreign Exchange Reserves (year end) 
--(In weeks of imporis) 

Foreign Civilian Debt 

Debt-service as % of Merchandise Exports 
Exchange Rate (year avg., Rs. per $) 


U.S.-Pakistan Economic Relations ($ mil) 
U.S. Exports to Pakistan (C.I.F.) 

U.S. Imports from Pakistan (F.0.B.) 
U.S. Share of Pakistan's Exports (%) 
U.S. Share of Pakistan's Imports (%) 


KEY ECONOMIC INDICATORS 


PFY 86 
Revised 


97.67 
570,719 
527,792 

29,680 
362 


7.2% 
7.3% 


27 , 861 
3.6% 
4.8% 


89 ,877 
134,463 
97,110 
37,353 
-41 ,644 

8.7% 


-3,042 
2,942 
-5,984 
1,808 
2,595 
-1,234 
1,528 
-254 
878 
7.6 
11,119 
29.5% 
16.14 


671.7 

318.3 
10.4% 
11.9% 


U.S. Bilateral Assistance to Pakistan (U.S.FY) 629 


--Economic (includes PL 480) 
~-Military** 
U.S. Investment in Pakistan ($ mil) 


Principal U.S. Exports to Pakistan: 


314 
315 
119 


PFY 87 
Revised 


100.7 
635,200 
608,145 

35,400 
369 


4.7% 
5.7% 


29,600 
3.6% 
3.6% 


105,100 
159,100 
114,600 
44,500 
-54,000 
8.9% 


-2,294 
3,498 
-5,792 
1,575 
2,278 
-719 
1,398 
-209 
865 
7.7 
11,761 
29.9% 
17.18 


593 
374 
10.1% 
11.0% 
610 
350 
260 
125 


30 


PFY 88 


Provisional 


103.8 
708,800 
685 , 867 
38,484 

390 


4.9% 
5. 8% 


30,500 
3.6 
7.0% 


123,800 
177,700 
129,700 
48,000 
-52,000 
7.9% 


-2,229 
4,300 
-6,529 
1,163 
2,006 
-1,066 
1,572 
-163 
500 
4.0 
13,901 
26.4% 
17.82 


700 
483 
10.9 
11.2 
585 
345 
240 
166 


soybean oil, wheat, tallow, machinery, 
transportation (including aircraft and parts), chemicals, phosphatic fertilizer. 


Principal U.S. Imports from Pakistan: textiles and clothing, leather, fish and 


fish products, surgical goods. 


PFY 88 
CHANGE FROM 
PFY 87 


3.1% 
11.7% 
12.8% 

8.7% 

3.8% 


0.2% 


3.04% 


1.6% 


7.8% 
11.7% 
13.2% 

7.9% 
-3.8% 
-1.0% 


2.9% 
22.9% 
12.7% 
-35.4% 
-13.6% 
48.3% 
12.4% 
28.2% 
-42.0% 
-48.0% 
18.0% 
3.5% 

3.7% 


20% 
29% 


2% 
-4% 
-1% 
-7% 
32% 


SOURCES: Federal Bureau of Statistics, Pakistan Economic Survey, Embassy estimates. 


* Based on GDP and GNP at current factor 


cost. 


** In USFY 1987, $30 million in military aid was forgiven; in USFY 1988, Congress has 
proposed that the entire $240 million be forgiven. 





SUMMARY 


Pakistan sustained solid growth during fiscal year 1988 (July 1, 1987- 

June 30, 1988). GDP and GNP growth remained stable at 5.8 and 4.9 percent, 
respectively. The federal deficit declined 3.8 percent. Growth in the 
cotton crop was unprecedented at 11.2 percent, due to late winter rains. 
Inflation during Pakistani fiscal year 1988 was officially estimated at 7 
percent, up from 3.6 percent last year. Exports were up 23 percent; imports 
rose 13 percent. Foreign exchange reserves at year's end stood at $500 
million, or about 4 weeks of imports. The rupee depreciated slightly 
against the dollar. 


The political situation in Pakistan became more uncertain following late 
President Zia's dismissal of the National Assembly in May 1988. The 
Caretaker Government presented the 1988-89 budget, which contained a number 
of fiscal and economic reforms. President of the Senate Ghulam Ishaq Khan 
became Acting President following Zia's death in a smooth transition 
according to the Constitution. National and provincial party-based 
elections were: scheduled for November 1988. Lively debate about government 
policies and pre-election politics continues in major newspapers. 


The signing of the Geneva Accords in April 1988 and subsequent beginning of. 
Soviet troop withdrawal hold promise for a significantly reduced threat on 
Pakistan's northern and western borders. The more than three million Afghan 
refugees in Pakistan are expected to begin returning home sometime in 1989. 


Pakistan's capable private sector businessmen and investors appear 
cautiously optimistic about prospects for future investment. The Caretaker 
Government has reaffirmed that the private sector is to serve as the engine 
of industrial growth. During this fiscal year, deregulation of the 
industrial and trade sectors has continued, three major public sector 
companies will become self-financing, public sector industries will be 
partially disinvested. and private investment banks have been sanctioned. 
Good progress has been made on price deregulation, particularly in the 
energy sector. More must be done to mobilize domestic resources, increase 
investment, and restructure industrial and trade incentives. 


Pakistan and the United States concluded a new 6-year (1988-93) assistance 
package of $4.02 billion in 1986. Prospects for American business in 
Pakistan are good. Pakistan should be an expanding market for U.S. goods 
and services, which are popular with industry and consumers. Foreign 
investment -- especially in high technology, agribusiness, 
telecommunications and energy exploration -- is welcomed. 








PART ONE: CURRENT ECONOMIC TRENDS AND OUTLOOK 


Pakistan is one of the world's poorer countries, with annual per capita 
income of approximately $390. Population, now at 103 million, continues to 
grow at about 3 percent per year. The relatively prosperous industrialized 
regions around Karachi and Lahore and the rich farming areas of the Punjab 
contrast sharply with semiarid Baluchistan and the mountainous Northwest 
Frontier. 


Pakistan has experienced historically uneven development: rapid industrial 
growth in the 1960s was followed by virtual stagnation under the socialist 
policies of former Prime Minister Bhutto. Since reestablishment of economic 
stability and increased fiscal discipline in 1977, real GDP growth has 
averaged 6.7 percent per year. The share of agriculture in GDP declined 
from 53.2 percent in 1950 to 24.8 percent in Pakistan Fiscal Year (PFY) 
1988. Conversely, manufacturing now contributes almost 20 percent of GDP, 
compared to 7.8 percent in 1950. 


Federal budget deficits are a source of continued concern, because large 
public borrowing could fuel inflation. The budget presented by the 
Caretaker Government in June 1988 contains a number of measures -- for 
example, an expanded sales tax and improved tax administration procedures -- 
to increase revenues. Other steps such as capping federal reimbursement for 
provincial expenditures should help reduce the deficit, which the government 
projects will fall from 7.9 to 6.5 percent of GDP during PFY 1989. 


The Caretaker Government presented the Seventh Five Year Plan -- which runs 
from PFY 1989 through 1994 -- in June 1988. This plan, and the Annual 
Development Program that flow from it, are key elements in setting 
priorities for government expenditures and policy. The plan places major 
emphasis on industrialization. 


Agriculture: Agriculture employs 50 percent of the labor force in Pakistan, 
earns (directly or indirectly) approximately 70 percent of export revenues, 
and contributes 24.8 percent to GDP. Relying on the world's largest 
contiguous irrigation system, Pakistan grows cotton, rice, wheat, sugarcane, 
and a variety of fruits, vegetables and other grains. Favorable weather and 
improved government policies have spurred agricultural production during the 
past 10 years. Pakistan is an agricultural exporter, and is self- 
sufficient in rice and some minor staple crops. A degree of 
self-sufficiency has been achieved in wheat -- the staple food for most of 
the population -- but imports sometimes supplement the domestic crop. In 
PFY 1988, late rains caused a 14 percent drop in wheat production, and 
Pakistan is using imports to cover the shortfall. 


Output of wheat in PFY 1988 was an estimated 12.6 million tons, 19.4 percent 











short of target. Wheat was derationed in March 1987. The wheat subsidy was 
reduced by 30 percent, a significant step toward deregulating the economy. 
Eventually, this should save the government Rupees 3 billion. 


Cotton, rice and wheat make up almost 70 percent of the value-added in crop 
output. Cotton production reached an all time high in PFY 1988 of 8.7 
million bales, 11.2 percent higher than the previous year. The rice crop 
was 8.8 percent lower than the previous year, due to inadequate rains. 
Despite setbacks in the wheat and rice crops, overal] agricultural 
production was up 4.5 percent, largely due to the record cotton crop. 


Cotton, rice, wheat and sugarcane output targets for 1988-89 may not he 
achieved due to recent floods. Estimated cotton production is 8.6 million 
bales, down slightly from last year's unprecedented crop. Rice production 
is expected to increase over last year's level, but will probably be 
Significantly below the 1986-87 record year output of 3.5 metric tons. 
Overall agricultural growth is projected to be 6.8 percent. This could slip 
due to flood damage to major crops. 


Two-thirds of Pakistan's cotton crop is exported as either cotton or yarn; 
the same proportion of rice also is exported. Major agricultural imports 
are edible oil (75 percent of consumption), tea (100 percent of 
consumption), inedible tallow and dried milk powder. n 


Most Pakistani farmers employ traditional cultivation techniques. Average 
yields are low by world standards as well as by those of more progressive 
farmers in the country. The Government of Pakistan (GOP) hopes to increase 
productivity by improving the use of modern inputs and credit; 
rehabilitating the aging irrigation system and improving water management; 
providing incentives for planting high value and exportable crops; and 
strengthening extension services, education and research. 


Pakistan could be an overlooked source of raw materials and exotic 
agricultural products for the U.S. market. Possibilities for processing or 
export include seeds, dried fruits, herbs and aromatic types of rice. 
Development of these crops for export will require transfer of technology 
and technical assistance. 


Manufacturing: Pakistan has developed a fairly broad industrial hase after aw 
starting from scratch in 1947. Industry contributes approximately 20 

percent to GDP and has become increasingly important to the country's 

development and export potential. Cotton textile production is Pakistan's 

Single most important industry, accounting for 19 percent of manufacturing 

value-added, 28 percent of industria] employment, and almost 20 percent of 

exports. Pakistan also has important cement, vegetable ghee, fertilizer, 

sugar, steel, machinery and food processing industries. 








In PFY 1988, manufacturing grew 7.6 percent. Large-scale manufacturing 
increased 7.3 percent, primarily due to rises in production of sugar (25 
percent), cotton cloth (16 percent) and cotton yarn (15 percent). 
Small-scale manufacturing grew 8.4 percent. 


Exclusively in private hands, Pakistan's small-scale industries are widely 
dispersed geographically and provide improved income distribution. They 
contribute 30 percent of manufacturing output and provide 80 percent of 
manufacturing employment. 


The public sector share in Pakistani industry has diminished over recent 
years. In PFY 1982, industry was divided evenly between the public and 
private sectors. By PFY 1986, the public sector accounted for under 20 
percent of total fixed capital formation. Large public sector enterprises 
include: Pakistan Steel, State Engineering Corporation, National Fertilizer 
Corporation, State Cement Corporation, Pakistan Automobile Corporation and 
State Petroleum Refining and Petrochemical Corporation. 


During PFY 1988, Pakistan registered strong increases in exports of cotton 
cloth (39 percent), cotton yarn (18 percent) and leather (17 percent). In 
past years, the high level of industrial protection and long-standing bias 
in favor of import substitution made production for the interna] market more 
attractive than production for export. To enhance industry's contribution 
to export growth and create jobs, Pakistan must take more steps to expose 
its factories to the challenges of international competition. 


Although many domestically owned banks and large industries were 
nationalized in the 1970s, more recently the government has depended on the 
private sector to fuel economic growth through new industrial investment. 
The government has announced its intention to sell blocks of shares in 
selected state-owned industries such as the nationalized banks and Pakistan 
International Airlines. However, implementation of disinvestment has not 
yet begun. Five categories of industries, primarily those pertaining to 
defense and nuclear technology, remain on the list requiring government 
approval. The GOP has announced a "one window'' facility whereby approvals 
for new domestic investment may be obtained in comprehensive fashion. This 
will take some time to function smoothly. Foreign investment requires 
government approval. 


Energy: Two-thirds of Pakistan's energy requirements are met by commercial 
resources and one-third by sources such as firewood, charcoal and cow dung. 
In PFY 1988, petroleum production met approximately one-third of domestic 
oil requirements. Oil meets about 40 percent of Pakistan's total commercial 
energy requirements. The remainder is met by: natural gas (35 percent), 
hydroelectricity (15 percent), coal (9 percent), LPG (0.6 percent) and 
nuclear (0.4 percent). There has been an upsurge in oil and gas 





exploration. Numerous companies (including U.S.) have negotiated 
concessions. Total electrical generating capacity is estimated at 6716 MW. 
During the Seventh Plan, the government plans to install additional 
electrical generating capacity of 6,558 MW, of which 2,168 MW will be 
hydroelectric and 4390 MW thermal. 


Commercial energy demand in the domestic sector has grown at an annual 
compound rate of 10.7 percent in the last 5 years; increased domestic 
consumption has depressed the share of energy available to the production 
sectors. The annual amount of value-added lost due to load shedding is 
estimated at $500 million. Although oil prices are not subsidized, diesel 
prices are among the lowest in the world for an oi] importing country. In 
the summer of 1988, the GOP announced electricity price increases to bring 
rates more into line with actual costs. Still, electricity prices -- about 
three-fourths of long-run marginal cost -- are low by world standards. 


Domestic production of crude oil increased from 41,147 barrels per day in 
March 1987 to 47,884 b/d a year later. During the first 9 months of PFY 
1988, 32 development wells were drilled, 21 in the public sector and 11 by 
private industry. The drilling success ratio improved from one-thirteenth 
during the Fifth Plan to one half during the Sixth Plan. Reserves are 
estimated at 170.4 million barrels. Oi1 consumption totals about 189,000 
b/d. In PFY 1988, crude oil and petroleum products imports amounted to 
5,163,000 metric tons, or $977 million. The total value of oil imports rose 


20 percent over the previous year, primarily due to rising quantities 
imported. 


Production of natural gas during PFY 1988 was 402,560 million cubic feet (up 
5.9 percent over the previous year), due primarily to increased production 
in the Pirkoh and Mari fields. During the first 9 months of PFY 1988, 
production increased 9.6 percent over the corresponding period of the 


previous year. Remaining natural gas reserves as of June 1988 are estimated 
at 17.7 trillion cubic feet. 


Hydropower supplies 55 percent of Pakistan's electricity. The Tarbela Dam 
has been expanded through projects supported by the World Bank and Asian 
Development Bank. The GOP is considering two additional major hydro 
projects, the Kalabagh and Basha Dams, as well as other smaller facilities. 


The private sector accounts for 93 percent of Pakistan's coal production. 
Coal reserves are estimated at over 1.3 billion tons. During 1987-88, 
reported coal production was 2.3 million tons. Unreported production was 
estimated at 1.9 million tons. 


The government has taken steps to rationalize pricing policies, promote 
conservation, encourage private sector exploration and reduce technical and 
administrative power losses. WAPDA, the Water and Power Development 











Authority which provides 80.3 percent of the nation's energy resources, 
floated its first public bond issue during PFY 1988, raising approximately 
$44 million. This and the next planned sale during PFY 1989 are preliminary 
steps in efforts to make the company financially self-sufficient. During 
the past year, private companies were allowed for the first time to produce 
electric power for distribution through the national grid. More must be 
done to promote energy development and curtail consumption to avoid 
persistent energy shortages and blackouts. 


Public Finance, Money and Prices: Pakistan's federal budget in PFY 1988 was 
Rs. 172.7 billion ($9.7 billion), equal to 25 percent of GDP. Current 
expenditures (e.g., debt service, defense and administration) consumed 72 
percent of the budget; development expenditures (e.g. power and irrigation 
projects, fertilizer subsidies, education, health and rural development) 
constituted the remainder. In PFY 1988, the deficit (excluding amortization 
of external debt) decreased 3.8 percent to Rs. 52 billion ($2.9 billion), 
equivalent to 7.9 percent of GDP. Defense outlays amounted to 38 percent of 
current expenditures; debt service took another 35 percent. The government 
borrowed Rs. 7.6 billion (36 percent decrease over PFY 1987) from the 
domestic banking system to cover that part of the gap not financed by 
foreign assistance or domestic savings schemes. The decline in bank 
borrowing was partially offset by a corresponding 10 percent increase in 
non-bank borrowing of Rs. 33.6 billion. 


Revenues were up 15.2 percent in PFY 1988. This was primarily due to an 
increase in tax receipts of 25 percent. Indirect taxes, which comprise 83 
percent of gross tax revenue, rose 17.6 percent. The largest portion of 
indirect taxes comes from import duties (47 percent); excise taxes and 
surcharges contribute 27 percent and 24 percent, respectively. Sales taxes 
on domestic transactions contribute only 12 percent to indirect taxes, 
although this should rise with expansion of item coverage. Agricultural 
income, which accounts for more than one-quarter of GNP, is exempt from 
income tax. However, in the 1988-89 budget, the government instituted 
"clubbing" of agricultural income with other income to determine an 
individual's tax bracket. 


The National Taxation Commission issued recommendations for tax reform in 
December 1986. The Commission estimated the underground economy, on which 
no direct revenues are collected, at $10 billion, or almost one-third of 
GDP. The Commission stated that tax evasion was 263 percent more than the 
total taxes paid in PFY 1985. The GOP has begun to institute some of the 
measures recommended by the Commission. The PFY 1988 budget and trade 
policy contain a number of these measures, which are designed to increase 
revenues, reduce the deficit and continue the process of industrial and 
trade deregulation. 








In the current budget, the GOP reduced corporate tax rates from 55 to 45 
percent (although with a new 10 percent surcharge, they are 49.5 percent). 
It continued rationalization of the tariff regime to bring in an additional 
Rs. 4 billion. The government expanded the 12.5 percent sales tax to cover 
12 more items. These include: cement, steel billets, automobiles and auto 
parts, and cosmetics. Discussions on introducing a value-added-tax are 
under way. The GOP is making a good attempt to improve tax administration 
procedures. The combined additional revenues should net the government an 
additional Rs. 13 billion. 


On the expenditure side, the federal government announced that all prior 
debts of the provinces will be written off, but that it will no longer fund 
provincial deficits above what is budgeted. Defense spending and debt 
service are expected to rise by 6.3 and 13 percent, respectively. 
Development expenditures will be cut 5.4 percent, primarily because the 
Water and Power Development Authority (WAPDA) and the Oil and Gas 
Development Corporation (OGDC) will become self-financing. Top priority in 
the Annual Development Plan is given to power generation to reduce 
loadshedding and provide electricity to rural areas. 


According to official government statistics, inflation in PFY 1988 was up to 
approximately 7 percent, significantly higher than last year's official 
level of 3.6 percent. The Wholesale Price Index was up 10.3 percent, 
compared to 3.9 percent the previous year. Monetary expansion in PFY 1988 
was 14.3 percent. The public perception is that official statistics tend to 
underestimate actual inflation. Housing costs -- which have risen sharply 
in the major cities -- will be given more weight in the new CPI to be used 
in PFY 1989. Monthly price increases during July and August 1988 were 
higher than increases for corresponding months since 1983. The above 
factors, as well as slower GNP growth and a larger-than-anticipated budget 
deficit, could cause official inflation levels to rise in PFY 1989. 


Balance of Payments: Pakistan's balance-of-payments position in PFY 1988 
was mixed. Seares were up 23 percent; imports were also up 13 percent. 
The overall trade deficit of $2.2 billion decreased 3 percent. The dollar 
value of Pakistan's exports increased from roughly 60 percent of the value 
of imports to 66 percent. However, the current account deficit increased 48 
percent from $719 million (2 percent of GNP) in PFY 1987 to $1.07 billion 
(2.8 percent of GNP) in PFY 1988. Remittances, which had increased in PFY 
1986 due to the return of workers who could no longer find work in the Gulf 
and brought back their savings, declined by 13.6 percent. At yearend, 
Pakistan's foreign exchange reserves were $500 million, roughly 4 weeks of 
imports. 
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The improvement in Pakistan's export position was due to increases in export 
receipts for cotton (44 percent), cotton cloth and hosiery (39 percent 
each), synthetic textiles (25 percent) and rice (15 percent). The increase 
in the import bill was due primarily to rising quantities of petroleum 
imports and higher prices of edible oil imports. 


The government projects some improvement in the balance-of-payments position 
in PFY 1989, due to expectations for continued export growth. Declines in 
remittances and increased imports of crude oil for industrial expansion 
could dampen the picture. Moreover, the worldwide boom in textiles which 
helped fuel Pakistan's export growth during the past 2 years probably will 
level off. Bilateral textile agreements with countries like the United 
States also will limit growth, although there is room for increased value 
added. Pakistan currently is highly dependent on a small number of exports: 
raw cotton, cotton yarn and textile items account for 45 percent of export 
earnings. The government therefore attaches high priority to 
diversification of exports. 


PART TWO: IMPLICATIONS FOR THE UNITED STATES 


The United States' 1981-87 bilateral assistance package to Pakistan of $3.2 
billion was divided roughly equally between economic and military aid. 
Economic aid of $1.625 billion had a considerable commodity component for 
financing imports from the United States. An assistance package for the 
period 1988 to 1993 envisages $2,280 million in economic aid (mainly grant) 
and $1,740 million in military aid. 


USAID-funded projects provide attractive opportunities for American 
suppliers of goods and services. AID projects have been concentrated in the 
energy, agriculture and social services sectors, reflecting the Government 
of Pakistan's priorities for development in these areas. The Pakistani 
armed services are familiar with U.S. military equipment due to our military 
assistance programs. In addition to purchases under Foreign Military Sales, 
there are opportunities for American companies to make cash sales of 
defense-related equipment, including. road-building and transport equipment, 
communications systems, radars, and bridges. 


Pakistan looks to the United States as an important export market. American 
retailers find Pakistani textiles, apparel, surgical goods, leather 
products, fish and fish products particularly attractive. There are import 
quotas on textiles, however; trade in textiles is governed by a bilateral 
agreement. 


The United States was Pakistan's second largest supplier in PFY 1988 with a 
market share of 11 percent. American exporters should be increasingly 
competitive with a weaker dollar. They can successfully exploit their 











ohin 


advantages in this expanding market by taking a personalized approach in 
handling trade and investment inquiries, by making personal visits, and by 
supporting their local agents or distributors. The United States is a major 
supplier to Pakistan of agricultural products, especially edible oil and 
tallow. Other major U.S. exports are fertilizers, insecticides, coal, 
industrial raw materials, machinery, aircraft, aircraft parts, and ground 
support equipment. 


There are new prospects for U.S. exports as Pakistan seeks to develop its 
infrastructure and to foster export-oriented industries. Good opportunities 
exist for new orders in the following areas: 


electric power generation mining machinery 

computers and related equipment industrial chemicals 

textile and leather machinery medical equipment 
telecommunications equipment oil and gas field machinery 
scientific instruments transport equipment 

security and safety equipment pumps, valves and compressors 


earthmoving and construction machinery 

food processing and packaging equipment 
metalworking machinery and machine tools 

plastic production machinery and raw materials 
electronic industry production and test equipment 


There also are opportunities for Americans in services, including project 
feasibility studies; airport construction; energy, communications and 
transportation project design; and other engineering services. 


There are many opportunities for U.S. exports. However, Pakistan's 
restrictive import policies on many product categories, high tariffs and 
taxes, and limits on technical assistance fees and royalty payments can 
impede successful large-scale market penetration and competitiveness for 
certain U.S. products and exporters. U.S. firms interested in a substantial 
market share should consider local direct investment or joint-venture 
partnership. U.S. investment in Pakistan currently is estimated at $166 
million. 


Pakistan welcomes foreign private investment in industrial projects 

involving advanced technology and heavy capital outlays. Good opportunities anew” 
exist in agro-industry, chemicals, paper products, pharmaceutical raw 

materials, downstream steel products, man-made fibers, machine tools, 

petrochemicals, electronics and other capital goods industries. New 

investment in some service areas, especially insurance, banking, and 

consulting, is discouraged. An export processing zone (EPZ) has been set 

up in Karachi to attract foreign investment in export-oriented industries. 


— 
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In reviewing proposals for joint ventures, the government seeks projects 
which: (a) serve overall national objectives; (b) contribute to the 
development of capital, technical, and managerial know-how; (c) lead to the 
discovery, mobilization, or better utilization of national resources; (4d) 
strengthen the balance of payments; and (e) result in substantially 
increased employment opportunities in Pakistan. Many Pakistani companies 
are interested in forming joint ventures with American partners. However, 
it behooves the American investor to exercise caution in his choice of a 
joint venture partner. 


The Foreign Private Investment (Promotion and Protection) Act of 1976 
provides security against expropriation and adequate compensation for 
acquisitions. The act also guarantees to foreign investors the right to 
repatriate funds up to the amount of the original investment, profits, and 
any additional amount resulting from reinvested profits or appreciation of 
the capital investment. Foreign nationals employed in industrial 
undertakings with foreign private investment may make remittances of their 
monthly salaries or (at the end of their tenure) of their accrued savings. 
National treatment is given with respect to laws, rules and regulations 
relating to import and export of goods. In addition, the U.S.-Pakistan 
Treaty of Friendship and Commerce provides for national treatment of U.S. 
businessmen in other areas. There is also a bilateral tax treaty. 


U.S. companies interested in investing in Pakistan should be aware that 
OPIC, the Export-Import Bank and the Trade and Development Program are 
actively involved in extending assistance to American firms and to the four 
American banks operating in Pakistan. The U.S. Department of State and the 
Department of Commerce's U.S. and Foreign Commercial Service maintain four 
posts in Pakistan, any of which can provide more details on the local 
economic, business and investment climate. 


Visiting U.S. business people are particularly welcome at the offices of the 
U.S. Embassy in Islamabad, located in the Diplomatic Enclave, Ramna 6 
(telephone 826161) and at the Consulate General at 8 Abdullah Haroon Road 
(telephone 515081) in Karachi, Pakistan's commercial and financial capital. 
The Consulate General in Lahore at 50 Zafar Ali Road, Gulberg V, (telephone 
870221) and the Consulate in Peshawar at 11 Hospital Road, (telephone 79801) 
also welcome American visitors. Please note that the workweek in Pakistan 
begins on Sunday. The weekend is Friday. Many businesses open for at least 
half a day on Saturday, while government offices are open all day. 
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